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§208.3

manages operations on an oil and gas
lease site on Federal onshove lands or
on the OCS.

Payor means any person responsible
for reporting royalties from a Federal
lease or leases on Form MMS-2014.

Person means anv individual, firm,
corporation, association, partnership,
consortinm, or joint venture.

Preference eligible refiner means an eli-
gible refiner with at least one Oper-
ating refinery which is located within
the ares designated as the preferemce
eligible area in the “Notice of Avail-
ability of Royalty Oil.”" A refiner may
be deemed to be a preference eligible
refiner if it owns a refinery located in
the preference eligible area which is
not operational if the refiner mests the
requirements of §208.7(g) of this part.

Purchaser means anyone who ac-
quires royalty oil sold by DOI under
the Federal Government’s Royalty-in-
Xind (RIX) Program and who has a
contractual obligation under an agree-
ment to purchase royalty oil.

Reallocation means an offering of roy-
alty oil previously allocated In & spe-
cific sals but subsequently turned back
to MMS. A reallocation would only be
made if substantial amounts of royalty
ofl are turned back.

Refined petroleum product means gagso-
line, kerosene, distillates (including
Number 2 fuel cil), refined lubricating
oils, or diesel fuel.

Royalty oil means that amount of oil
that DOI takes in kind in partial or
full satisfaction of a lessee's royalty or
net profit share obligations as deter-
mined by whatever lease interest the
lessee holds under an applicable min-
eral leasing law.

Secretary means the Secretary of the
Department of the Interior or hisher
delegate(s).

Section 6 lease means an oll and gas
lease originally {ssued by any State
and currently maintained in offoot pur-
snant to section § of the OCSLA.

Section § lease means an oil and gas
lease originally issued by the United
States pursnant to section 8 of the
OCSLA.

152 FR 41913, Oct. 30, 1987, 52 FR 45528, Nov.
30, 1987, as amended at 38 FR 64901, Dec. 10,
1008; 64 FR 26251, May 13, 1009}

30 CFR Ch. Ui (711-01 Edition)

§208.3 Information collection.

The information collection reguire-
ments contained in this puit have boen
approved by OMB under 44 U.8.C. 3501
et seq. The form, filing date, and ap-
proved OMRB clearance namber are
identified In 3¢ CFR 210.10:

[58 FR 64301, Dec. 30, 1983}

§208.4 Royaity oil sales to eligibie re-
finers, '

(a) Determination ta take royalty oil in
kind. The Secretary may evaluate
crude oil market conditigns from time
to time The evaluation will include,
among other things, the avallability of
crude oil and the crude oil require-
ments of the Federal Government, pri-
marily thoss reguirements concerning
matters of national interest and de-
fense. The Secretary will review these
items and will determine whether eligi-
ble refinera have access‘ to adequate
supplies of orude oil and whether such
oil is availaple to eligible refiners at
equitable Prices. Such determinations
may be made on a mmcna.l basis. 'The

termination by th shall
be published in the me,u, REGISTER
conemrrent with or included in the
“Notice of Avajlability of Rnys.\t.y one
required by 30 CFR 208.5.

(b) Sale to eligible reﬁneh (1) Upon a
determination by the Sedretary under
paragraph (a) of this section that eligi-
ble refiners do not have access to ade-
qnate supplies of crude o1l at equitable
prices, the Secretary, at his or her dis-
cretion, may elect t0 take in kind some
or all of the royalty oil agcruing to the
United States from oll and gas lcases
on Federal lands onshore and on the
OCS. The Secretary may authorize
MMS to offer royalty oil for sale to eli-
gible refiners only for nse in their re-
fineries and not for resale (other than
under an exchange agreement).

(2) All sales of royalty oil from on-
shore leases will be priced at the roy-
alty value that would have been deter-
mined for that oil pursuant to 30 CFR
part 206 had the royalties been paid in
value rather than taken in kind. Al
sales of Toyalty oil from OCS leases
will be priceq at the fair market value
of the ofl including associated trans-
portation costs to the designated deliv-
ery point, if applicable.
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(3) An eligible refiner must have a
representative at a sale in order to par-
ticipate. The Secretary may. at his or
ner disoretion, establish purchase limi-
tations and withhold any royalty oil
from any offering.

(¢) Upon a determination by the Sec-
retary under daragraph (a) of this see-
tion that ellgible refiners do have ac-
cess to adequate supplisg of crude oil at
equitable prices, MMS will not take
royalties in kind from oil and gas
leases for exclusive sale to Such refin-
ers. Such dsterminations may be made
on a regional basis.

(d) Interim sales. The MMS generally
will not conduct interim sales. How-
aver, interim sales may be held at the
discretion of the Secretary if substan-
tlal addition royalty oil becomes avail-
able. The votentially eligible refiners.
individually or collectively, muat sub-
mit documentation demopstrating that
adequate supplies of cryde oil at equi-
table prices are not available for pur-
chase, AlTDOugR sufflvlent documenta-
tion must be submitted, it is not man-
datory for each potentially eligible re-
finer to partlmpate in g submisgion o[

sach 4 to be
eligible. The documentation must be
sabmitted to MMS for a determination
a8 o whether an interim sale is need-
ed.

[52 FR 41913, Oct. 30, 1987, as amended at 66
FR 28657, May 24, 2001]

§208.5 Notice of royalty oil sale,

If the Secretary decides to take roy-
alty oil in kind for sals to eligible re-
finers, MMS will issue a “Notice of
Availability of Royalty Oil" specifying
the manner (n which the sale 18 to be
effected, the approximate quantity of
Toyalty oil to be offersd, information
required in applications, the closing
dabe for the roceipt of applications for
royalty oll, and other general adminis-
trative details concerning the applica-
tion, allocation, and gontract award
process for the royalty oil. The Notice
will describe generally the terms under
which the royalty oil contracts will be
awarded and will specify which appli-
cants will be deemed preference eligi-
ble refiners in the sale proceedings.
The Notice will also contain guidelines
for reallocation procedures in the event
substantial quantities of royalty oll

§208.6

sold in that specific sale are subse-
quently turned back to MMS. Only
those purchasers that hold ongoling
sontreots from that spacific sale will
be allowed to participate in any re-
allocation, which would be voluntary,
and then only if they continue to meet
oligibility requirements as fet farth in
30 CFR 208.2 and 208.7. If a reallocation
1s held prior to the effective date of the
contracts as specified in the “Notice of
Availability of Royalty Oil”, all eligi-
ble refiners that selected a lease or
leages in that specific sale would be al-
lowed to participate, pursuant to the
procedurss in the Notice.

$208.86 General application proce-

dures.

(a) To apply for the purchase of roy-
alty oil, an applicant must tile a Form

70 with MMS in accordance
with instructions provided in the ‘‘No-
tice of Availability of Royalty Oil” and
in accordance Wwith any lumstructlons
1ssned by MMS for completion of Form
MMS-4070. The eapplicant will be re-
quired to submit a letter of intent from
a qualified finuacial institution stating
that it would be granted surety cov-
erage for the royalty oll for which it is
applying, or other such proof of surety
coverage, as docmed acceptable by
MMS. The letter of intent must be sub-
mitted with a completed Form MMS-
4070.

(b) In addition to any other applica-
tion reguirements specified in the No-
tice, the following information 1S re-
quired on Form MMS-4070 at the time
of application:

(1) Name and address of the appli-
cant, the location of the apyplicant's re-
finery or refineries, and disclosure of
the applicant's effiliation with any
other persons.

(2) The capacity of the applicant’s re-
fineries in barrels of crude oil through-
put per calendar day and & tabulation

.for the past 12 months of oil processed

for each refinery, identified as to
source (from own production or from
other sources).

(3) Idenvification of any Government
royalty oil contracts under which the
applicant is currently receiving roy-
alty oil.
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